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ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 


Gross Sales. 

Net Sales*. 

Barrelage . 

Income (Loss) 

Before Extraordinary Item. 

Extraordinary Item (Loss). 

Net Loss. 

Per Share: 

Income (Loss) 

Before Extraordinary Item. 

Extraordinary Item (Loss). 

Net Loss. 

Cash Flow. 

Current Ratio. 

Common Shares Outstanding. 

♦Gross Sales less federal and state excise taxes. 
♦♦Restated to conform to 1971 classifications. 


1971 

1970 

$ 133 , 333,000 

$ 136 , 167,000 

$ 92 , 722,000 

$ 93 , 444,000 

3 , 567,000 

3 , 741,000 

($ 756 , 000 ) 

$ 293,000 

($ 10 , 215 , 000 ) 

($ 1 , 091 , 000 ) 

$ 10 , 971,000 

$ 798,000 

($. 58 ) 

$.23 

($ 7 . 89 ) 

($. 84 ) 

$ 8.47 

$.61 

$ 2 , 307,000 

$ 3 , 157 , 000 ** 

1.6 

2.0 

1 , 295,444 

1 , 295,444 


To The 
Shareholders: 


As you are aware, the climate for regional brewers has been extremely adverse 
in recent years. Your Company, unlike the giants of the brewing industry 
which have the economies of large-scale operation in production, marketing 
and pricing, is in the grip of locally competitive pricing limitations, 
making it increasingly more difficult to offset the upward sweep in costs. 


Associated Brewing's net sales in 1971 amounted to $92.7 million, in close 
range to the $93.4 million of 1970. In what should have been a reasonably 
normal business year, the Company had an operating loss of $756,000 before 
the extraordinary charge referred to below. In contrast, for 1970, there 
was an operational profit of $293,000 before the extraordinary 
item for closing a brewery. 


Because of these factors, your Company, as previously announced, intends to 
diversify into other areas. Our first step in this direction was taken in 1969 
with the acquisition of The Wayne Soap Company. To date, we have 
been very pleased with Wayne Soap's performance. 

We are presently conducting serious negotiations with G. Heileman Brewing 
Co., Inc., concerning the sale to Heileman of our St. Paul, Evansville 
and South Bend breweries, together with the related brands and assets. 

It is expected that a definitive agreement will be executed shortly. These 
operations accounted for approximately 54% of our net sales in 1971 
and incurred a loss of $526,000 before extraordinary items. The terms of the 




















proposed sale are described in Note 3 of our Notes to Consolidated Financial 
Statements. At the request of the Antitrust Division of the United States 
Department of Justice, both your Company and Heileman have submitted 
various information. The proposed transaction is subject to the execution of a 
definitive contract and to various other conditions. 

If the proposed sale is consummated, we will still retain both Piels Real Draft 
and our new Piels Light as principal brands. They are produced and 
distributed in a 12-state complex centered around our brewery in New York 
and our brewery in Massachusetts. Piels has maintained itself as a brand 
in its marketing area and gives the Company a substantial percentage, 

34%, of its present barrelage. 

Based on the operating results for the year ended December 31,1971, your 
directors decided the valuations carried on our books were not justified 
and have approved a writedown of certain of our breweries of $10,215,000 
which was charged as an extraordinary item. It is a writedown, not an 
abandonment. We continue to operate our five breweries and are working 
in 1972 to improve their performance. Labor contracts at all but our 
Piels breweries expire this year. 

Our work to tighten operations and to market imaginatively will continue 
unabated. A new marketing campaign and new packaging support Piels Light, 
brewed in the style of the renowned light beer of Pilsen, Czechoslovakia. 

Piels Real Draft also is in new packaging. We have introduced Quickie Packs 
of new seven-ounce bottles to complete our family of barrel-shaped, 
big-mouth glass containers. The small sized bottles are designed to appeal to a 
distinctive type of beer consumer, thereby rounding out our packaging line. 

We are fortunate in having added to the Board new directors with skill in 
making business acquisitions, in addition to their other excellent qualifications. 
We have also strengthened our executive management, adding experience 
for outside corporate development that we foresee will lead 
to a revitalized, more diversified company. 

Your understanding is particularly appreciated in this period in which 
constructive action is underway. We thank our customers, shareholders, 
employees and suppliers for their continued support. 

Sincerely yours, 



HERBERT S. EPSTEIN 
Chairman of the Board and President 


March 30,1972 








ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 


Consolidated 
Statement 
ol Operations 



Consolidated 
Statement 
ol Earnings 
Retained 
lor use in 
the Business 


Sales. 

Less federal and state excise taxes 


Cost of products sold 


Marketing, general and administrative expenses 


Other deductions, net of other income. 

Income (loss) before income taxes and extraordinary item 

Income taxes. 

Income (loss) before extraordinary item. 

Extraordinary item (loss) relating to brewery 
properties revaluation in 1971 and 
sale in 1970 (Note 2). 


Net loss. 

Per share of common stock: 

Income (loss) before extraordinary item 
Extraordinary item (loss). 

Net loss. 


Balances, January 1 ... 
Net loss for the year... 
Balances, December 31 


YEARS ENOEO DECEMBER 31, 

1971 

1970 

$ 133,333,000 

$ 136,167,000 

40,611,000 

42,723,000 

92,722,000 

93,444,000 

73,466,000 

71,710,000 

19,256,000 

21,734,000 

19,546,000 

20,580,000 

(290,000) 

1,154,000 

466,000 

511,000 

(756,000) 

643,000 

— 

350,000 

(756,000) 

293,000 

(10,215,000) 

(1,091,000) 

$ 10,971,000 

$ 798,000 

$( .58) 

$ .23 

(7.89) 

( .84) 

$8.47 

$ .61 


YEARS ENDED 

DECEMBER 31, 

1971 

1970 

$ 13,434,000 

$ 14,232,000 

10,971,000 

798,000 

$ 2,463,000 

$ 13,434,000 


The accompanying notes are an integral part of the financial statements. 
























































Consolidated 

Balance 

Sheet 


D E C E M B 

ASSETS 1971 

Current assets: 

Cash . $ 4,827,000 

Accounts receivable, less allowance for doubtful accounts 
($520,000 in 1971 and $350,000 in 1970). 6,980,000 

Inventories: 

In process and finished goods, at average cost. 2,848,000 

Materials and supplies, at lower of cost 
(first-in, first-out) or market (Note 4). 5,524,000 

Prepaid expenses. 477,000 

Total current assets. 20,656,000 

Property, plant and equipment, at cost, 

less accumulated depreciation (Notes 2 and 5). 12,424,000 

Deferred charges. 730,000 

Cost in excess of assigned value of company acquired. 1,049,000 


$34,859,000 


LIABILITIES 

Current liabilities: 

Current maturities of long-term debt (Notes 3 and 6). $ 1,850,000 

Accounts payable . 5,117,000 

Accrued liabilities. 3,436,000 

Obligation arising from acquisition (Note 7). 2,218,000 

Income taxes. 176,000 

Customers’ deposits on kegs and pallets. 471,000 

Total current liabilities. 13,268,000 

Long-term debt (Notes 3 and 6). 6,826,000 

Other long-term obligations. 592,000 

Obligation arising from acquisition (Note 7). . 

Deferred income taxes. 423,000 

21,109,000 


STOCKHOLDERS 1 EQUITY (Notes 6 and 9) 


Preferred stock, $1 par: 

Authorized: 1,000,000 shares 
Oustanding: None 

Common stock, $1 par: 

Authorized: 4,000,000 shares 

Outstanding: 1,295,444 shares. 1,295,000 

Additional paid-in capital. 9,992,000 

Earnings retained for use in the business. 2,463,000 


13,750,000 

$34,859,000 

The accompanying notes are an integral part of the financial statements. 


E R 3 1, 

1970 

$ 5,415,000 
6,617,000 

2,840,000 

5,855,000 

786,000 

21,513,000 

23,642,000 

1,073,000 

1,049,000 

$47,277,000 


$ 1,852,000 
4,696,000 
3,525,000 

95,000 

482,000 

10,650,000 

8,676,000 

291,000 

2,218,000 

721,000 

22,556,000 


1,295,000 

9,992,000 

13,434,000 

24,721,000 

$47,277,000 
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ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 


Consolidated 
Statement ot 
Changes in 
Financial 
Position 


Working capital, January 1.. 

Funds provided: 

From operations: 

Income (loss) before extraordinary charge of 
$10,215,000 in 1971 and $1,091,000 in 1970 . 

Add depreciation and amortization which did not require 
the outlay of working capital in the current period. 

Total from operations. 

Net effect on working capital of extraordinary item. 

Proceeds from sale of equipment. 

Increase in long-term obligations. 

Total funds provided. 

Funds applied: 

Reclassification of obligation arising from acquisition — 

Additions to property, plant and equipment. 

Payments on long-term debt. 

Other . 

Total funds applied. 

Decrease in working capital. 

Working capital, December 31. 


The change in working capital consists of: 
Current assets: 

Cash . 

Receivables, net. 

Inventories . 

Prepaid expenses. 

Change in current assets. 

Current liabilities: 

Notes and accounts payable. 

Accrued liabilities. 

Obligation arising from acquisition. 

Income taxes. 

Customers’ deposits on kegs and pallets 
Change in current liabilities 
Change in working capital. 


YEARS ENDED DECEMBER 31, 

1971 

1979 w 

$ 10,863,000 

$ 11,192,000 

(756,000) 

293,000 

3,063,000 

2,864,000 

2,307,000 

3,157,000 

(345,000) 

658,000 

63,000 

91,000 

301,000 

— 

2,326,000 

3,906,000 

2,218,000 

_ 

1,500,000 

2,369,000 

1,850,000 

1,915,000 

233,000 

(49,000) 

5,801,000 

4,235,000 

3,475,000 

329,000 

$ 7,388,000 

$ 10,863,000 

INCREASE 

(DECREASE) 

1971 

1970 

$ (588,000) 

$ (912,000) 

363,000 

39,000 

(323,000) 

(135,000) 

(309,000) 

(44,000) 

(857,000) 

(1,052,000) 

419,000 

(34,000) 

(89,000) 

(164,000) 

2,218,000 

— 

81,000 

(546,000) 

(11,000) 

21,000 

2,618,000 

(723,000) 

$ (3,475,000) 

$ (329,000) 


(A) Restated to conform to 1971 classifications 

The accompanying notes are an integral part of the financial statements. 





































































Notes to consolidated Financial Statements 

1. Principles of Consolidation: The consolidated 
financial statements include the accounts of Asso¬ 
ciated Brewing Company and each of its subsidi¬ 
aries. 

2. Extraordinary Items—Brewery Properties: Each 
of the Company’s breweries produces a brand mar¬ 
keted principally in its regional area. The Piels and 
Drewrys plants have sustained losses in recent 
periods and, as a result, depreciation charges have 
not been fully recovered. Further, amounts expended 
in the same period for capital assets have exceeded 
funds provided by operations of the plants. In recog¬ 
nition of the indicated decline in economic utility, 
the unrecovered cost of the Brooklyn and South 
Bend breweries and equipment, $10,036,000, and re¬ 
lated deferred charges and other costs, $477,000, 
have been charged to 1971 income as an extra¬ 
ordinary item. Related reductions in deferred in¬ 
come taxes were $298,000. No recognition has been 
given to future tax benefits which may be realized 
through tax depreciation or upon disposal of the 
properties. Salvage values are considered nominal 
in view of contingent severance pay and other costs 
which would be incurred should a facility be closed. 

Depreciation expense for 1971 and 1970 on these 
plants was $1,297,000 and $1,265,000, respectively. 
Such depreciation will no longer be provided; how¬ 
ever, property renewals, additions and replacements 
(which aggregated $620,000 in 1971 and $670,000 in 
1970) will be charged directly to expense in future 
years. 

The extraordinary item in 1970, $1,091,000, repre¬ 
sents the loss on the sale of the Company’s Chicago 
brewery and related closing costs, net of tax benefits 
of $920,000. 

3. Proposed Sale of Certain Brewery Properties: 
Serious negotiations are being conducted concern¬ 
ing sale to G. Heileman Brewing Co., Inc. of the 
Drewrys, Sterling and Schmidt brands, the brewery 
properties at South Bend and Evansville, Indiana 
and St. Paul, Minnesota and certain inventories and 
other assets used in operations. A definitive agree¬ 
ment is expected to be executed shortly. Requested 
data have been furnished to the Antitrust Division of 
the United States Department of Justice. It is not 
known what action, if any, the Antitrust Division may 
take. 

The proposed sale price is $7,500,000 plus the 
amount of certain inventories, accounts receivable 
and other current assets used in operations of the 
plants. Based on December 31, 1971 amounts, the 
approximate sale price is $16,000,000. The Company 
may be required under its loan agreements to apply 


$4,529,000 to the retirement of term debt, including 
prepayment of presently noncurrent maturities of 
$3,772,000. The sale, if consummated, is not expect¬ 
ed to result in a material change in the Company’s 
net worth. A tax loss of approximately $3,100,000 
which could be applied against income of 1972 and 
later years would result from the sale. 

Operations of the subject plants resulted in a loss 
of $526,000 before income taxes and extraordinary 
item in 1971 on net sales of $50,342,000. 


4. Deposit Liabilities: Customers’ deposits on 
bottles and cartons amounting to $1,849,000 and 
$2,041,000 as of December 31,1971 and 1970, respec¬ 
tively, have been deducted from the related inven¬ 
tory accounts. 


5. Property, Plant and Equipment: Major classes of 
property, plant and equipment were as follows: 

Dec. 31, 

1971 1970 

$ 1,524,000 $ 1,524,000 

463,000 456,000 

12,618,000 12,459,000 

28,428,000 27,739,000 

43,033,000 42,178,000 


30,609,000 18,536,000 

$12,424,000 $23,642,000 


Depreciation expense for 1971 and 1970, on a 
straight-line basis, was $2,619,000 and $2,645,000, 
respectively, including depreciation expense relat¬ 
ing to the brewing properties discussed in Note 2. 


6. Long-Term Debt: Long-term debt at December 
31, 1971 consisted of: 



Amounts 

Amounts 


Due 

Due 


Within 

After 


One Year 

One Year 

6 % note payable to bank. 

$ 640,000 

$ 1 , 120,000 

7 V 2 % note payable to bank. 

186,000 

743,000 

5 V 2 % Senior notes. 

500,000 

2,500,000 

6 % Series A, subordinated notes... 

215,000 

1,065,000 

5%% Series B, subordinated notes. 
6 V 2 % mortgage payable, due 

215,000 

1,065,000 

May 1,1974 . 

6 V 2 % mortgage payable, due 

25,000 

160,000 

January 1, 1975 . 

69,000 

173,000 


$1,850,000 

$6,826,000 


Land . 

Land improvements . 

Buildings. 

Machinery and equipment .. 

Accumulated depreciation 
(including allowance 
for write-down of 
$10,036,000 in 1971). 








































The 6 percent note payable to the bank is due July 
1, 1974. Fixed quarterly payments of $160,000 plus 
interest on the unpaid balance are required. 

The 7V2 percent note payable to the bank is due 
October 1,1976. Fixed quarterly payments of $46,000 
plus interest on the unpaid balance are required. 

The Senior, Series A and Series B notes are due 
October 1, 1977. Fixed annual payments of $930,000 
and additional principal payments of one-half of 
annual consolidated net income (as defined) in ex¬ 
cess of $1,500,000 are required. 

The note agreements require the Company (1) to 
maintain consolidated working capital of not less 
than $9,000,000 except that the obligation arising 
from acquisition, $2,218,000, is excluded for pur¬ 
poses of this requirement until paid in June 1972 
and (2) to limit the total cash dividends, purchases 
of its own stock and certain payments on term debt 
to 75 percent of consolidated net income (as de¬ 
fined) accumulated subsequent to December 31, 
1968. Earnings retained for use in the business at 
December 31, 1971 are fully restricted. 

Holders of the Series A notes hold warrants to pur¬ 
chase 30,000 shares of common stock at $13 per 
share until October 1,1977. 

Interest on long-term notes in 1971 and 1970 was 
$608,000 and $712,000, respectively. 

7. Obligation Arising from Acquisition: The business 
and assets of The Wayne Soap Company were ac¬ 
quired, effective August 2, 1969, for a cash payment 
of $2,869,000 with a further payment, not to exceed 
$2,218,000, contingent upon future earnings and 
payable in 1972. The $2,218,000 has been recorded 
as a liability in the balance sheet as the earnings 
require that such payment be made. 

8. Tax Examination: An examination of the federal 
income tax returns of the Company for the years 
1966 and 1967 has recently been completed. The 
examining agent has proposed certain adjustments, 
the most significant of which relates to a deduction 
taken on the closing and disposing of a brewing 
facility. While the amounts at issue are substantial, 
an accrual has not been made since no ultimate 
significant liability is expected to result. 

9. Stock Options: During 1971, all stock options out¬ 
standing expired except options under the 1969 
qualified stock option plan. At December 31, 1971, 
employees held options to purchase 52,000 shares 
at $9.94 per share and an additional 48,000 shares 
were reserved for issue to management personnel. 


During 1971 no options were granted or exercised. 
Of the options outstanding, 31,333 shares were 
exercisable. All options expire on October 9, 1974. 

10. Pension Plans: The Company and its subsidi¬ 
aries have several pension plans covering substan¬ 
tially all of their employees. Most plans provide for 
contributions to union trusteed pension funds on the 
basis of hours worked; other plans are funded as 
pension costs accrue, except as to one plan which 
is unfunded. The total pension expense for 1971 
and 1970 was $1,246,000 and $1,349,000, respectively. 


Accouniaols' Report 

To the Board of Directors and Stockholders of 
Associated Brewing Company: 

We have examined the consolidated balance sheet 
of Associated Brewing Company and Subsidiaries 
as of December 31, 1971 and the related consoli¬ 
dated statements of operations, earnings retained 
for use in the business and changes in financial 
position for the year then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests of the accounting records and such other au¬ 
diting procedures as we considered necessary in 
the circumstances. We previously examined and re¬ 
ported upon the financial statements for the year 
ended December 31, 1970. 

In our opinion, the aforementioned financial state¬ 
ments present fairly the consolidated financial 
position of Associated Brewing Company and Sub¬ 
sidiaries at December 31, 1971 and 1970, and the 
consolidated results of operations and changes in 
financial position for the years then ended, in con¬ 
formity with generally accepted accounting princi¬ 
ples applied on a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 

Certified Public Accountants 

Detroit, Michigan 
March 9,1972 









Five-Year 

summanr 



1971 

1970 

1969 

1968 

1967 

Sales and Earnings Data 






Net sales . 

i 92,722,000 

$ 93,444,000 

$ 90,331,000 

$ 82,779,000 

$ 85,875,000 

Income (loss) before income taxes 
and extraordinary items . 

(756,000) 

643,000 

2,426,000 

804,000 

629,000 

Provision for income taxes . 

— 

350,000 

1,250,000 

365,000 

232,000 

Income (loss) before extraordinary items.. 

(756,000) 

293,000 

1,176,000 

439,000 

397,000 

Extraordinary items: 

Credit arising from utilization 
of tax loss carry-forward. 



757,000 

365,000 

232,000 

(Loss) arising from closing and disposing 
of plant (net of tax benefits). 

— 

(1,091,000) 

— 

— 

— 

(Loss) arising from revaluation of 
brewery properties . 

(10,215,000) 

— 

— 

— 

— 

Net income (loss) . 

Per share . 

(10,971,000) 

(8.47) 

(798,000) 

(.61) 

1,933,000 

1.49 

804,000 

.62 

629,000 

.49 

Depreciation . 

2,619,000 

2,645,000 

2,413,000 

2,284,000 

2,165,000 

Cash flow (Net income (loss) and 
non-cash charges). 

2,307,000 

3,157,000* 

4,583,000 

3,338,000 

3,034,000 

Balance Sheet Data: 






Working capital . 

7,388,000 

10,863,000 

11,192,000 

10,284,000 

9,855,000 

Total assets. 

34,859,000 

47,277,000 

50,892,000 

45,084,000 

47,701,000 

Plant and equipment, net. 

12,424,000 

23,642,000 

25,937,000 

24,083,000 

25,458,000 

Capital expenditures . 

1,500,000 

2,369,000 

1,271,000 

993,000 

2,749,000 

Long-term debt. 

6,826,000 

8,676,000 

10,533,000 

10,695,000 

12,293,000 

Shareholders’ equity . 

13,750,000 

24,721,000 

25,519,000 

23,586,000 

22,912,000 

Per share . 

10.61 

19.08 

19.70 

18.21 

17.69 

Shares of common stock outstanding 
(end of year) . 

1,295,444 

1,295,444 

1,295,444 

1,295,444 

1,295,444 


‘Restated to conform to 1971 classifications. 
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DANIEL E. LYONS 
Vice President—Finance, 

City Investing Company 
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STEPHEN J. SCHMIDT 
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Vice President 
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Vice President 
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